Foreign Trade and Exchange. 





HE foreign trade situation becomes 

more critical as time passes. This 

country’s exports in June reached the 

enormous sum of $918,000,000,  ex- 

ceeding by over $200,000,000 the 
highest previous month’s record. Imports were 
only $293,000,000, leaving a trade balance of 
$625,000,000, to be settled in some way, nobody 
knows just how. 

The big balance for June carried the balance 
for the fiscal year beyond the estimates. Exports 
for the year ended June 30 aggregated $7,225,- 
000,000, as compared with $5,920,000,000 in 
fiscal year 1918, and imports aggregated $3,096,- 
000,000. The trade-balance for the year as offi- 
cially reported was $4,129,000,000, but as the 
official statistics still treat silver as a money 
metal and not merchandise the net exports of 
silver valued at $222,000,000, should be added. 


We have presented this unbalanced state of 
foreign trade to our readers so often, that possibly 
the continuance of -details and reiteration of 
warnings is becoming tiresome, but the situation 
is important enough to justify all the attention it 
has been given. Even large business interests 
show a surprising degree of indifference to it, 
due apparently to a feeling that exchange is a 
matter for the bankers to look after, or that the 
Governments will take care of it. Perhaps the 
fact that we had a favorable balance of over 
$4,000,000,000 last year creates confidence that 
we can have another of like amount in the com- 
ing year. It must be remembered, however, that 
during the year just closed the Government of 
the United States loaned approximately $3,500,- 
000,000 to foreign Governments to assist them in 
making payments in this country. But that 
authority is nearly exhausted and from now on 
credits must be provided in some other way. 
That is the serious featuie of the situation. 


~ Exchange Rates Breaking. 


When the British Government in March 
abandoned the policy of supporting sterling ex- 
change in New York—as it had to do sooner 
or later—the pound sterling dropped to about 
$4.50, but soon rallied and fluctuated between 
$4.60 and $4.65 until about the middle of July. 
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Then heavy offerings of bills and a weakening 
of confidence in the situation caused a slump, 
and rates went as low as $4.26. From this there 
has been recovery and at the close of the month 
quotations were about $4.36. This represents a 
discount of about 10 per cent from mint par, by 
which is meant the melting value of sovereigns. 
If gold sovereigns could be withdrawn from the 
Bank of England and brought to this country 
they would bring $4.8665 at the United. States 
mint. But the exportation of sovereigns is pro- 
hibited except by permission of the authorities, 
hence the existing discount on currency, or 
premium on New York exchange, as you please 
to call it. In support of the latter view it 
may be said that all the other exchanges are now 
in favor of London. It is a creditor toward 
every country but the United States. 


Other Exchanges Down. 


The other exchanges went down with Lon- 
don; probably the efforts from other coun- 
tries to pay New York through London helped 
put the latter down. The following: table 
showing the discount on foreign money as 
compared with the mint conversion value into 
the United States money -will show how seri- 
ous our trade situation is: 


Value “Present 
inU.S. Rate. - 
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Country. : 
Unit Discount. 
1930 . 

.1930 

F; 1930 

Pounds 4.8665 
Switzerland ..Francs .1930 
Holland Florin .4020 
.2680 

.2680 

2680 
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1168 


9615 s«1/38% 
5080 Prem. 1-9/10% 


It must be understood that the residents of 
the above countries desiring to make purchases 
in the United States are obliged to convert 
their home money or bank credits into terms 
of dollars in the United States, and the above 
figures represent the cost of. doing. so... It 
appears at a glance that the handicap upon 
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American sales in all these markets is very 
serious. We think prices are high in our own 
markets, but when these peoples buy our prod- 
ucts they must pay freights and these exchange 
charges in addition. 

England is at a like disadvantage in some 
markets, although to a less degree. The Eng- 
lish newspapers tell of recent competition be- 
tween English and German contractors over a 
large contract in Holland, in which the English 
lost because exchange on London was at a 
premium while exchange on Berlin was at a 
discount. The uninitiated do not understand 
why a favorable trade balance should be un- 
favorable to more trade, but such is the case. 
Before the war when we owed the rest of the 
world $500,000,000 per year for interest, freight 
charges, etc., they could take that amount of 
our products and simply give us credit on 
account; now, when they owe us $500,000,000 
for interest they have to dig up that amount. 
before they can make any purchases from us. 


Exchange Situation Unpromising. 


The exchange situation is not unlikely to 
be worse before it is better. The seaman’s 
strike on the Atlantic coast of this country 
held up shipments in July and diminished the 
offerings of foreign bills, but that is over now. 
Europe is getting into shape to use raw ma- 
terials, but the foreign exchange market is not 
in condition to take bills on an increased scale 
or even at the rate of recent months. If they 
are offered in such amounts rates will inevit- 
ably fall and continue to fall until exports are 
checked or some arrangements are made for 
converting the bills into long-time obligations. 
Reports are current that foreign orders are 
being cancelled as a result of the threatening 
situation, and it is difficult to see how anyone 
can take the risk which attaches to transac- 
tions to be closed in the future. Sir George 
Paish is quoted as saying in London that 
sterling exchange may go to $4.00. It would 
not stop even there unless trade came back 
into balance, or the heavy discount induced 
American investment in British securities. 
There are, of course, still considerable holdings 
of American securities in England, and it would 
seem that present exchange rates, in conjunc- 
tion with the rise of the New York security 
market would bring them out. 

It is idle to talk of helping this situation 
with ordinary commercial credits. The trade 
situation cannot right itself in six months or 
even a year. Time must be allowed for 
Europe to get its industries into operation and 
liquidate these obligations with its own 
exports. Furthermore, every proposal which 
contemplates use of the Federal Reserve banks 
should be condemned, This is not their kind 
of business, and it is high time to stop expand- 
ing these banks to take care of every new 
demand. Investment capital should be found. 


I'inally, we must expect to admit the prod- 
ucts of our debtors to our markets; it will be 
folly to make loans which can never be paid 
except in their products and then deliberately 
close our markets to their products. We have 
not yet as a people assimilated the idea that 
foreign trade is fundamentally an exchange of 
commodities and services, as, for that matter, 
is domestic trade, 

Movement to Supply Credits. 


Considerable financing in aid of foreign pur- 
chases is going on in a small way. The Gov- 
ernment of Sweden has sold $25,000,000 of 
bonds in this market and Switzerland $30,000,- 
000, but the latter was partly for refunding 
purposes. We have told heretofore of the 
$50,000,000 acceptance credit provided by a 
syndicate of banks for a syndicate of Bel- 
gian banks, and a smaller amount of ac- 
ceptance credit has been arranged for Czecho- 
Slovakia. Business is going on between 
individuals and corporations which in the 
aggregate makes an important volume, but the 
sum total does not approach the figures of accru- 
ing trade balances. 

During the war large bank balances were 
accumulated here by parties resident in neutral 
countries and important sums were invested 
in American short-time securities, such as bank 
acceptances and treasury certificates. The pur- 
chase of $50,000,000 of certificates by the Bank 
of Japan is a case in point. The Scandinavian 
countries are known to have accumulated large 
credits. These credits have been drawn down 
and security holdings have been reduced, in 
payment for recent purchases, and negotia- 
tions are proceeding for credits. 

These efforts, however, do not meet the 
situation, as exchange rates show, and we 
adhere to the opinion heretofore expressed 
that such desultory, unorganized, individual 
efforts cannot handle the situation in an ade- 
quate manner. Billions of credit will not be 
forthcoming in this manner, and nothing short 
of billions will sustain this volume of foreign 
trade. Moreover if this trade is not supported 
a change will come in the domestic situation. 
Without this outflow of products the home 
markets will be congested and industry will 
be unfavorably affected. : 

Bankers’ Movement. 

The movement started in banking circles to 
organize the country for this purpose is not 
making very satisfactory progress. The 
bankers feel that if it is purely a bankers’ 
movement it will be misunderstood and fail of 
success. It is not a proposition for the benefit 
of bankers, or an undertaking which the banks 
alone can handle. They cannot tie up their 


resources in foreign credits. They are keenly 
alive to the necessity for action and have 
sounded the warning faithfully, but if the 























movement is to reach adequate success it must 
have the help of the entire business community, 
and be sponsored by the Government. Mean- 
while every week now is valuable time. 


Who Are the Chief Sufferers. 


Business and official circles in England 
accept the present relation of the sovereign to 
the dollar with apparent equanimity if not satis- 
faction. The discount on the sovereign makes 
it more difficult to sell American goods in Eng- 
land and easier to sell English goods in 
America. Confidence has been frequently ex- 
pressed that America would be interested in 
correcting this state of things, and the rallies 
of sterling have been attributed to American 
support. As yet, however, there has been no 
organized effort to control the market. 

It is not altogether clear which side is most 
interesting in stabilizing the exchanges. If noth- 
ing is done and American exports are curtailed 
prices will fall rapidly in this country. Some 
people think this would be beneficial. The cost 
of living would come down; the problem of 
inflation would be solved; this would be the first 
country in the world to get back to a normal 
basis. But the effects would not be altogether 
agreeable. Industry would be disorganized by 
such a sudden loss of markets. We would be 
thrown back on our own resources and it would 
be some time before the domestic market would 
furnish employment to all the wage-earners. We 
would have a loss of production at a time when 
great need for it exists. 

On the other hand Europe cannot get along 
without our cotton, grain, meats, copper and 
other raw materials. Without them people will 
starve, industry will stagnate and social chaos 
will result. 

The truth is that the situation is injurious to 
both sides and it ought to be remedied by intelli- 
gent public-spirited action. The United States 
is not only interested in correcting the situation 
but is better able than any other country to do it. 
If it- fails to meet the emergency it will be 
difficult to make any other explanation than that 
we do not as yet recognize the responsibilities 
that properly belong to our position in world 
affairs, or know how to act nationally for the 
protection of our interests. 


Opportunities for Investment. 


The low exchange rates create unusual oppor- 
tunities for money-making to those who are 
sufficiently cosmopolitan to be as willing to make 
money in one country as another. There are 
great cotton mills in Poland and Czecho-Slovakia 
standing idle and their skillful men and women 
operatives are also idle because they have no 
raw cotton to work on. They have no means 
of buying cotton in the United States, and cotton 
goods are bringing fabulous prices all over 
Europe. Here is an opportunity for American 
business men to finance the delivery of cotton 
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and take their pay in the products at thie mills. 
The market would be all about them. It is true 
that they would not be able, on account of the 
exchange situation, to withdraw their capital 
until some time in the future, but that would be 
no serious drawback because it would be 
profitably employed. Some one may object 
that the employment of. American capital 
abroad would not be helpful. to the United 
States, but that objection is both selfish 
and shallow in a time like this. The best 
use to which capital can be put now is 
helping Europe back to a_ self-supporting 
position. The textile industry cannot be 
expanded quickly in this country, The manu- 
facturers of textile machinery are sold ahead 
for two years, the supply of skilled labor is short 
and the hours for operating machinery have been 
cut from 54 to 48 per week. In Poland, Bohemia, 
Austria, Germany, Italy and France there are 
idle mills, idle machinery, idle workers and bare 
markets. Similar opportunities exist in other 
lines of industry. The best business man is he 
who is ready to adapt his. policies to existing 
conditions. The problem now is to put these 
populations to work. 

Hollanders are figuring on sending cotton into 
Germany to be made up for a manufacturing 
charge, the goods to be returned and marketed 
outside. This would have been good business 
for our proposed $100,000,000 cotton trading 
corporation, which seems to have been abandoned 
like so many good resolutions. 

There are plenty of good securities in England 
and on the continent which can be bought. The 
new five per cent. British Victory bonds can be 
bought by Americans by means of exchange at 
ten per cent. under the British market. An in- 
cident of the time has-been the sale of 750,000 
shares of the Shell Transport and Trading Com- 
pany, a prosperous Dutch-English oil company 
in this market at a price which realized some 
$20,000,000. Transactions of that kind help the 
exchange situation, and perhaps will supply the 
remedy needed. The situation calls for a trans- 
fer of good securities and proprietary interests 
from all the countries which are on the debtor 
side of the exchanges to this country. 


Tourists’ Expenditures and Remittances 
by Friends. 


Two important items in the situation pos- 
sibly have not been taken fully into considera- 
tion, to wit: The expenditures by American 
tourists when Europe is freely opened to travel 
and the amounts carried back by returning 
emigrants and remitted by foreign-born resi- 
dents of this country. The aggregate of these 
sums certainly will be very large. Travellers 
and the movement of home-going steerage 
passengeis promise to tax the transportation 
facilities. ig 

Germany has a great economic resource in 
this country in the great body of thrifty, well- 








to-do people of German birth or extraction. 
They will send millions to relatives in the old 
country, and once the financial situation over 
there is cleared so that it is seen that Germany 
will have a chance to work out her salvation, 
undoubtedly there will be a market here for her 
securities, 


Gold Movement. 


One recent development is the action of the 
British authorities in releasing the South African 
gold product from control, allowing the pro- 
ducers to dispose of it as they please, instead of 
being required to turn it over to the Bank of 
England. They can send it to the United States 
and sell drafts against it in London at a premi- 
um of 10 per cent above the mint price. This 
will help them out against the great rise in 
mining costs. Australian producers have been 
granted the same privilege. It would seem to be 
likely that the Canadian government will do the 
same for its producers. The output of the South 
African mines is now about $14,000,000 per 
month, 

It is not improbable that the neutral countries 
of Europe may release gold to the United States. 
They accumulated abnormally large reserves 
during the war, and it will be profitable at 
present exchange rates to let some of the metal 
come here. Indeed, the United States under 
present trade conditions is a pit toward which 
all the loose gold of the world will be draining. 

Exports of gold from the United States have 
come practically to an end, after aggregating a 
little over $100,000,000. The dollar has been 
brought up to approximately par in the countries 
where for a time exchange rates were against it, 
to wit: Argentina, Spain, Switzerland and Japan. 


The German Situation. 


Trade with Germany is again free, but little 
as yet is doing from the United States. It had 
been expected that a cotton movement of im- 
portant proportions would begin at once, but it 
has not materialized. Rumors are current of 
negotiations for large credits, but they are nebu- 
lous, 

The Scandinavian countries and Holland are 
closer to the situation, and the first German 
trading is naturally with and through them. It 
will take some time to determine just how the 
German situation is to be managed in view of 
the indemnity requirements and the drastic 
schemes for levies upon capital which are pro- 
posed. The Government has claims which come 
ahead of creditors, and the Reparation Commis- 
sion has a first claim on the Government. There 
is a common interest however in supplying Ger- 
man workshops with raw materials and in giv- 
ing employment to the German population. Evi- 
dently no indemnities will be paid otherwise. The 
German people must have opportunity to live 
and work out the obligations they have assumed. 

H. B. Fergusson, an expert adviser to the Bri- 


tish military governor at Cologne, is quoted in 
a London paper as saying that he had met man 
heads of British industries in Cologne, all 
wanting to sell something in Germany, but, 
that no one seemed to realize how Germany 
was going to pay for the goods. He is quoted, 
further; 


“There is no doubt that Germany wants such goods, 
but they do not know themselves how they are going 
to pay for them. We must realize somehow or other 
that we must use the workmanship of German people 
to pay for what we have to sell to them. They have 
mo raw material whatever; only a little potash, and in 
that industry the French wish to promote their fields in 
Alsace and Lorraine. In dyes we have bound them up 
hand and foot and they can hardly move, and in re- 
gard to coal they have no more than they can use for 
themselves.” 

He spoke of the low rate of German exchange 
as aiding German efforts, saying: 

“Rails are going into Holland at £8 sterling a ton. 
The only way we can compete is to take those rails 
from Germany at £8 and tender on them. We must 
take German goods because one must realize that we 
cannot, unfortunately, go over there and sell things 
to Germany and take pounds sterling in exchange for- 
ever. Something in the way of goods must come out.” 

It is a weakness of business men in all coun- 
tries that they do not readily see that the people 
whom they seek to make their customers must 
be prosperous and have an outlet for their own 
products in order to buy goods of others. 


German Gold. 


The gold holdings of the Imperial Bank of 
Germany have been considerably depleted since 
the. armistice was signed. At the beginning of 
November, 1918, the holdings equalled about 
$630,000,000, and on July 24 they amounted to 
only about $275,000,000. Part of the loss rep- 
resents gold sent to Belgium under the terms of 
the peace, and probably an important amount 
has gone to the adjoining neutrals in payment 
for supplies, but the large amount which has 
disappeared is not easily accounted for. London 
papers have said that much of it had been paid 
to the United States for food supplies, under 
the terms of the agreement of last March, but 
no gold of consequence has been received in 
this country from any quarter excepting about 
$18,000,000 from Canada in June. , 


International Conference. 


For the purpose of awakening a general 
interest in the trade situation and spreading 
information on the subject, the Chamber of 
Commerce of the United States has arranged 
an International Conference, which is to be 
opened at Atlantic City on October 5. Invita- 
tions were sent to a number of European 
governments proposing that they appoint 
members to a joint commercial commission to 
attend the conference and make a tour of the 
country as the guest of the Chamber and its 
affiliated local bodies. The subject of discus- 
sion will be the part which this country can 


























play in the rehabilitation of Europe. Formal 
acceptance of the invitation has been received 
from the governments of Great Britain, Bel- 
gium, France and Italy, which assures success 
to the enterprise. The Secretary of the 
Chamber has gone abroad to complete 
arrangements. 

This promises to be a notable event,- and 
should accomplish much in aiding our people 
to a full comprehension of their relations to 
the world situation. 


Financial Affairs. 


The money market became a little easier in 
the latter part of the month. Call loans have 
ruled at 5% to 7 per cent, time money 534 to 5¥4. 

Wheat marketing has begun at a liberal rate, 
and in some of the farming districts bank de- 
posits are rising, and country banks are buying 
commercial paper freely, but banks at the cen- 
ters are having heavy demands for credit, for 
the industries and for general trade purposes. 
The “other loans and investments” (exclusive 
of loans on Government obligations) of 769 
leading banks of the Federal Reserve system 
aggregated $10,891,032,000, on July 18, which 
compares with $10,561,604,000 at the end of 
May. Such a rise in the summer months is 
unusual. 

The loans of the New York Clearing House 
banks on July 26 were $4,800,000,000 against 
the high mark $5,135,000,000, on June 14 last. 
They are about $500,000,000 above the figures of 
one year ago. 

The consolidated statement of the Federal re- 
serve banks for July 25 shows total earning as- 
sets, $2,482,558,000, about $45,000,000 above the 
previous week, but $47,000,000 under July 
11. The holdings of acceptances bought in the 
open market have been steadily increasing, as a 
result of the high rates prevailing for call money. 
These attract money away from the acceptance 
market and this class of paper is obliged to resort 
to the reserve banks. Their holdings were $375,- 
556,000 on July 25 against $183,650,000 on May 
28. The total amount of bank acceptances out- 
standing is about $500,000,000, showing that 
the market at present is a very narrow one. 

Stock exchange loans have increased consider- 
ably since the first of June, notwithstanding the 
high rates for call money. They have been 
provided, however, by outside money. The 
loans of out of town money on stock exchange 
collateral are the highest on record. 

Conditions continue to point to a close money 
situation, and an expansion of loans in the fall 
months. The demands of business will be great, 
and the Treasury will be in the market with 
certificate offerings twice a month. 


Treasury Finances. 
The Secretary of the Treasury has given 


out a forecast of the operations of his Depart- 
ment for the current fiscal year in which he cal- 











culates that the regular revenues with the aid 
of the installments upon the Victory Loan will 
equal the disbursements. The disbursements 
will run in excess of the receipts, however, 
during the first half of the year, but should fall 
off rapidly after September. 

The total amount of certificates issued in 
anticipation of the Victory loan, unredeemed 
July 22, was $1,394,777,500. The amount of cer- 
tificates receivable for taxes issued since the 
first of June is $1,875,437,500. The Secretary 
does not think himself justified in issuing more 
of these against the tax payments yet to be made 
this year, and having issued $275,000,000 against 
the tax payments due March 15, 1920, he pro- 
poses to resume the issue of loan certificates on 
August Ist. These offerings, coming twice a 
month, will be each for a minimum amount 
$500,000,000 until after September, when he 
anticipates that one-half of this amount in each 
offering will suffice. ‘ 

Whatever funding is necessary to take care 
of the certificates will be done at convenient 
times into Treasury notes, and without any 
popular campaign. 


Federal Reserve Discount Rates. 


Considerations related to Government finan- 
cing, having regard for obligations arising from 
the Fourth and Victory loans, and future bor- 
rowings from the banks, have influenced 
the Federal Reserve authorities against an 
advance of discount rates up to this time, and 
probably will deter them from any radical 
change before November, but there are reasons 
for believing that a small advance may be made 
very shortly, as an intimation of future policy. 
The Board is decidedly of the opinion that loans 
must be held in check and that after the needs 
which claim a consideration this fall a cautious 
working toward gradual liquidation must be 
marked out. Bankers will do well to plan 
their commitments accordingly. 


General Business Conditions. 


Judging by current trade and the demand 
for money and labor the country is in a most 
prosperous state. The situation is remarkable 
for mid-summer, when some slackening of 
activity, and of pressure for goods and money 
is usual. It is extraordinary when we recall 
the uncertainty as to prices and trade prospects 
which existed a few months ago, but illustrates 
how great a factor is confidence. The change 
is due to a re-establishment of confidence so 
far as the immediate future is concerned. 
Everybody is satisfied that a great trade 1s 
ahead for the remainder of this year, and they 
are now busy preparing for that. Beyond that 
the situation is not so clear, but the people 
who must buy goods now for next spring are 
generally feeling that they must go ahead upon 
the present basis and get ready for it, taking 











the chances. They realize that sooner or later 
they will be caught by a declining market, 
but unless they want to go out of business 
they must be ready to do business, making the 
best of vicissitudes. 

At present there is a cry from all parts of 
the country for goods. Prices on goods ready 
for delivery are a secondary consideration. 
Practically full employment and high wages 
in the industrial centers is an obvious factor 
but underlying that is the confidence and pros- 
perity which pervades the agricultural districts, 
and back of it all are the enormous purchases 
which other countries are making here, as 
shown by the astounding figures for exports. 
It is well to know the source to which we are 
indebted for this trade, because it is not a 
source that can be relied upon to play so large 
a part permanently, and there is much in the 
home situation that is disquieting. 


Agricultural Prosperity. 


All agricultural products have advanced dur- 
ing the past month. Europe is taking hog prod- 
ucts on a large scale, and live hogs are quoted at 
$21 to $23.25 in western markets. Cash corn 
is close to the $2.00 mark, and new crop con- 
tracts, December delivery, are commanding about 
$1.72 in Chicago. Good cattle have partially 
recovered from the recent slump. Trading in 
wheat futures was resumed in Winnipeg on July 
21, opening at $2.20 to $2.25 for October, which 
has since sold up to $2.45. 

Wheat is being marketed rapidly in the 
southwest, and commanding premiums over the 
government price. 

These high prices for agricultural products 
have largely to do with the great retail trade 
which the country is experiencing, and their 
further effects are to be seen in a land specula- 
tion which is fairly illustrated by the following 
dispatches : 


Traer, Iowa, July 21—In spite of the busy time land 
deals show no abatement. Many deals have been closed 
the past week and many more are stewing. The ten- 
dency is steadily upward. 

One of the big deals of the week closed by the Taylor- 
Parker agency was the sale of the Charles McElihinney 
farm of 240 acres northwest of Dysart, and this illu- 
strates the almost fabulous advance in the past three 
months. This agency sold this farm a few weeks ago 
for Ludwig Stepanek to Guy Monroe at $265 per acre. 
Later it went to C. E. Lambert and Arthur Ewing at 
$275. This week they sold it through the Taylor-Parker 
people at $325, thus realizing a profit of $50 per acre. 
And the buyers—Fred Wood and Herman Strahbehn— 
are not in the tenderfoot class. They know land, have 
made several profitable turns and after looking around 
felt they could do no better. The Taylor-Parker agency 
has this 240 acres again for sale, and it will doubtless 
be turned a fourth time at a profit before snow flies. 

Waterloo, July 25.—When Con. Mahoney bought back 
his 160 acre Lincoln township farm for $20 an acre 
advance, after having disposed of the place less than a 
year, some of the neighbors thought he was a poor 
financier. But listen to this: 


Buying this farm back at an advance of $20 an acre 
has been the means of netting Mr. Mahoney a gain of 
$24,800, plus this year’s crop—all within twelve months! 


Mr. Mahoney sold the place a year ago for $250 an 
acre. Last autumn he bought it back for $270 an acre. 
Now he has sold the place to a farmer from Clutier 
for $425 an acre, or a total of $68,000. The land is very 
productive and the improvements are good. 


A well-informed Des Moines banker is au- 
thority for the statement that the best class of 
Iowa farms had advanced in selling value $100 
per acre since March Ist. He is quoted as 
saying : 

“IT think I am safe in saying that Iowa bankers gen- 
erally and henceforth will adopt a policy of discourag- 


ing the purchase by their patrons of Iowa land at any- 
thing above $300 an acre. 


“Deals in farms at fancy prices are flooding into banks 
these days. The bankers are beginning to worry about 
the effect. I am not certain that prevailing prices rep- 
resent actual inflation; neither am I certain that, even 
in these days of high prices, Iowa land generally can 
produce sufficiently to make such investments wise.” 

The movement in farming lands and the great 
retail trade which is regardless of high prices 
are expressive of the same state of mind, and 
both get their chief impulse from the fact that 
Europe is below its normal food production. 


The Crops. 


The crops are good enough to bring the 
farmers a large return, but they are not the 
bumper kind wanted to fill up the bins every- 
where and bring down the cost of living. Un- 
favorable weather when the heads were filling 
has affected all the small grains, and cut down 
the yields. The most notable report is from 
the agricultural department of Kansas, which 
in June estimated the wheat crop of that state 
at 229,000,000 bushels and now estimates it 
at 158,000,000 to 160,000,000. The estimates 
on spring wheat in the northwest are also 
lowered, and it looks as though the final figures 
might not exceed 1,000,000,000, against a May 
estimate of 1,250,000,000. The oat crop has 
been similarly affected. The corn acreage is 
short to begin with, farmers having gone in 
for wheat on account of the guaranty. The 
crop has been injured to some extent by drought 
and heat, and is in a critical state at this time. 

The cotton crop has been having a hard 
struggle with wet weather and the boll weevil. 
The Watkins’ bureau calculations indicate a 
crop of about 11,300,000 bales, which in view 
of the world’s empty shelves and worn-out 
clothing will be a disappointment. The price 
is around 35 cents per pound. 

Broomhall, the British grain authority, cal- 
culates that the world’s crop of the grains this 
year will be ample for all demands, and an 
American expert from one of the leading grain 
houses of Chicago, just returned from a tour 
of Europe, reaches the same conclusion. The 
latter looks for some exportation of wheat from 
Russian Black Sea ports. There is probably 
enough wheat to go around, but not enough to 
bring stocks up to normal. 


























Leading Industries. 


The iron and steel industry is not very well 
balanced at this time, some lines having all they 
can do while others are running light. Tin 
plate manufacturers are full of orders, while 
sheet mills, plate mills and wire mills are doing 
well. The production of pig iron is increasing. 
There is a good volume of foreign orders from 
all quarters of the world. Prices are firm in all 
products and higher on wire, nails, tin plate 
and some other lines. Copper is in better de- 
mand and the price has recovered from about 
15 cents last spring to 24 cents, largely by the 
curtailment of production. 

The textile mills have more business than they 
know how to handle. The output is reduced by 
the shortening of time to the 48-hour week. 
There is some talk of helping the situation by 
running more than one shift but it is hard to 
get labor enough to keep one shift full; more- 
over, several states do not allow women or 
minors to work at night, and much of the mill 
labor is of this class. 

The strike which took place in June in the 
cotton industry of Lancashire, England, was 
settled by granting the employes the 48-hour 
week, instead of 54 hours, and a 30 per cent. 
advance in wages. 

The woolen goods industry is in very strong 
position, The mills have plenty of business in 
hand for the remainder of this year, and have 
been cautious about entering into contracts for 
a longer period. There is said to be plenty of 
wool for all needs, but there is uncertainty about 
the supply of the better grades, and in this coun- 

try nowadays everybody seems to want the best 
' there is. 

Building operations continue to develop, but 
costs are rising through demands for higher 
wages in the building trades and in building 
material industries. The lumber trade is better 
and prices are higher, with stocks lower and 
much talk of foreign orders. A considerable 
amount of public work planned early when 
unemployment was feared has been abandoned. 


Disquieting Conditions. 





Notwithstanding the promising outlook for 
fall business there is much that is unsatis- 
factory in conditions to one who looks beyond 
the immediate future. The unfavorable turn 
in the crops is the most serious. What is 
wanted above everything else to relieve the 
strain under which society is laboring all 
over the world is normal supplies of food and 
clothing materials. The costs of these neces- 
sities enter into all other costs. They are 
the basis upon which the whole industrial 
structure rests. Notwithstanding the calcula- 
tions of experts that there will be a surplus 
of grain at the end of the present crop year, 
we have the fact that the change in crop 
prospects during July sent wheat up 24 cents 


a bushel in Minneapolis and nearly as much 
in Winnipeg, Kansas City and Buenos Aires. 
Flour has advanced about one dollar per barrel. 
Wheat in Argentina is practically on the guar- 
anteed level of the United States, and the 
price of corn holds out no hope of cheaper 
meats. The cotton crop, due in part to a 
campaign for restriction, is inadequate. Cloth- 
ing, as a result of higher prices for raw materials, 
shortened hours of labor in the mills and 
wage increases all the way up to the finished 
goods, will be dearer and the same is true of 
shoes. 

These conditions afford no hope of lower 
costs or prices in any direction in the near 
future. But that is not all: another cycle of 
wage advances, carrying the general level 
above that of the war period, is under way, 
accompanied by demands for shorter hours, 
and often by agitation intended to hamper 
industry and reduce efficiency. 


The Situation Abnormal. 


We freely allow the justice of wage in- 
creases which are required to maintain the 
standard of living. We have held consistently 
that a decline in foodstuffs, which constitute 
the largest item in living costs, must lead the 
way in any movement to lower wages and 
general prices. The situation, however, is 
plainly abnormal and becoming more compli- 
cated and difficult of restoration to the normal 
state. The war caused enormous interruption 
of industry, which was primarily responsible 
for the change in wages and prices. The war 
is over but industry is disorganized and pro- 
duction has made but slight recovery in the 
countries most affected. It is impossible to 
accomplish a rapid readjustment of wages and 
prices backward to the former level, but it is 
important to keep in mind that the primary 
influence which brought about the change has 
passed away, and that as industry is resumed 
everywhere the tendency will have to be in 
that direction, rather than upward from the 
war level. 

Allowance must be made for the existing 
state of credit inflation. It cannot be cured 
immediately ; it can be cured only by industry 
and economy, the process of building up solid 
wealth under the top-heavy structure. After 
the Civil War the policy at first adopted of 
bringing the volume of circulating credit 
down to normal proportions was abandoned 
in favor of the policy of keeping that volume 
fixed while the business of the country grew 
up to it. The result was the same in the 
end, but the operation was spread over more 
time. To-day the production of gold is being 
reduced by the low value of gold as compared 
with commodities, and at the same time the 
consumption of gold in the arts is increasing. 
In short, gold is becoming more valuable as 


a commodity, than as money. The output of 








gold in the United States in the current year 
will be nearly all taken by manufacturing 
jewelers, and mining men say that next year 
the banking reserves will be drawn upon by 
that demand. With gold growing scarcer and 
commodities more plentiful the tendency must 
be to a restoration of the old relationship. 

The theory that wages and prices must be 
permanently higher in order that the situation of 
the wage-earning class may be improved begs 
the whole question. It is the old attempt to 
lift oneself to a higher level by pulling on one’s 
own bootstraps. The condition of the masses 
cannot be improved by raising the cost of every- 
thing they consume, or by any policy that reduces 
the production of those things. 


The Question of Social Justice. 


The present movement, in which the various 
social groups are trying to raise prices on each 
other, has none of the features of orderly, 
natural progress. It is not the kind of progress 
which brings benefits to all classes, the timid, 
weak and uninformed as will the strong and 
aggressive. The advantages are all with the 
powerful, the highly organized, and those who 
happen to hold the most strategic positions in 
the social organization—the positions which 
correspond to the mountain passes and river 
crossings of the middle ages. Without criticising 
those who are striving only to hold their own in 
the struggle, this is not social justice. 

Thousands of wage-earners and salaried people 
are not able to hold their own in such a struggle. 
Note the position of the great army of school 
teachers and public servants. The traders and 
business classes can usually take care of them- 
selves, but the class of people who have avoided 
risks and put their savings into savings banks 
or bonds and mortgages, or building and loan 
associations or life insurance policies—any in- 
vestment which has promised a limited and safe 
return—are the victims. The retired farmer or 
business man, who for the sake of safety has 
converted the accumulations of a life time into 
a low interest bearing mortgage, finds the pur- 
chasing power of his income cut in two. The 
widow whose inexperience and timidity restricts 
her investments is in the same class. Is the 
doubling or trebling of farm products and farm 
lands while the mortgages on them are thus 
depreciated, in the interest of justice? The 
public utilities are almost in a state of financial 
ruin. Investment in the transportation business 
has practically ceased, and the holders of rail- 
road stocks and securities do not know what the 
future has in store for them. 

These conditions do not furnish the basis for 
a state of permanent prosperity. 


Readjustment Must Come. 


We do not say the situation is critical, for 
the outlook for the immediate future is good, 
but the tendency to higher levels is not to be 


welcomed or regarded with satisfaction. It 
only means a longer distance to travel on the 
return, and greater disorganization and confu- 
sion in retracing it. This is a time when the 
common interests of the community will be 
served by patience, forbearance, cooperation. 
and a spirit of social loyalty and patriotism. 
There is need for loyalty and patriotism 
in the management of community affairs as 
well as in fighting a foreign enemy. 

Modern society is a very complex and highly 
organized affair. It has become so because 
as population increases it is necessary that 
industry shall be specialized and made more 
productive. It takes on the form of a great 
cooperative organization, in which each per- 
son does some one thing for the common 
welfare, exchanging his services for the ser- 
vices that all the others render to him. Each 
one owes loyalty and fidelity to the organiza- 
tion. They are all exchanging day’s works. The 
organization is far from perfect, but nobody 
planned it as it is; like Topsy, it “just growed,” 
and nobody has the power to make it sud- 
denly different. At this time there is dis- 
order and confusion which cannot be immedi- 
ately remedied but everybody can help by doing 
his honest best in his own work. If each one 
will do a little better, the whole organization 
will do better, the production of common 
comforts will be greater, and social progress 
will be faster. On the other hand if every 
one tries to do less and to make all the trouble 
he can, this highly organized social machine 
can be made almost helpless. There is no 
need for any group of people to demonstrate 
that it has the power to cause mischief; that 
is conceded. 

The Twentieth Century Limited represents 
the highest development in transportation, 
but anybody can wreck it. It is possible for 
a small minority of the people to embarass 
the entire body, but they cannot benefit them- 
selves. 

The time is an extraordinary one in his- 
tory. The world is desperately in need of 
production. It is no time for radical innova- 
tions which increase the disorganization and 
diminish the output. It is a time for empha- 
sis on the fundamental truth of the social 
order that the best results for every class are 
to be had by policies which increase the total 
social product. 


The Bond Market. 


During the first two weeks of July the bond 
market was dull with a tendency toward lower 
prices. During the latter part of the month, 
however, prices became firmer with more active 
trading and bankers reported a large over-the- 
counter business. The interesting feature of the 
month’s business was the large distribution of 
new issues among individual investors, the aver- 





























age order in one large issue being $2,500. Among 
the smaller institutions there was a wider inquiry 
for investment bonds than was evidenced during 
the preceding month. 


Railroad bonds remained about stationary, ap- 
parently awaiting the formation of a more con- 
crete opinion regarding the return of the pro- 
perties to private ownership. Majority opinion 
seems to indicate a return by the end of the year 
but until definite action is taken by Congress the 
prices of railroad bonds will probably show a 
slight variation. 

In the public utility field the Federal Govern- 
ment is playing an important part through its in- 
vestigation and proposed relief for traction com- 
panies. It has been suggested that during this 
period of high operating costs the traction com- 
panies be relieved of a portion of their federal 
and state taxes. The New York State Court 
of Appeals has handed down a decision author- 
izing increased fares on surface lines when 
present revenue is found inadequate, notwith- 
standing that the franchises provide for a limited 
fare. 

Foreign government bonds have been somewhat 
soft during the month and a number of new is- 
sues are under discussion at the present time. 
Bankers identified with the flotation of new for- 
eign issues have commented upon the large num- 
ber of subscriptions received from business men 
and corporations generally. The last two issues, 
$30,000,000 Government of Switzerland 5%4% 
Bonds and $25,000,000 Swedish Government 6% 
Bonds, were over-subscribed and the attitude of 
American investors indicates that in the purchase 
of these foreign loans they realize that they are 
promoting the general prosperity of the country, 
as the proceeds of these issues are used in the 
purchase of goods for export and foreign ex- 
change is thus stabilized. 

Despite the large volume of new offerings of 
municipal bonds the demand continued active 
with firm prices. Several states and counties 
have voted new loans for extensive road building 
and it is probable that the market wi!l absorb the 
higher grade municipals as long as federal taxes 
remain at their present level. 

It is estimated that during the month of August 
$24,764,000 industrial bonds will be called for 
payment, anticipating final maturities, as com- 
pared with $7,720,000 called in July and $17,715,- 
700 in June. This indicates the sound condition 
of our industrial corporations in their ability to 
liquidate their funded obligations before ma- 
turity. 

It is interesting to note that since the first of 
the year the total amount of the more important 
issues financed in this country is as follows: 


Municipal and Foreign Government.. $568,634,000 
Pile aes ois AS. TET 292,005,000 


SEE Wend pack aGsepccanaveck ane et 201,940,000 
RAO i BS 5 TOFU 200,657,000 
Real Estate ...csccecsccvcccecevevsenes 9,800,000 





The combined average of forty active issues 
as reported by The Wall Street Journal on July 
30 was 84.22, compared with 85.30 on June 30 
and 83.19 on July 30, 1918. A complete list of 
issues in July will be sent upon application. 


Shibusawa as Arbitrator. 


The United States Government is having 
thirty vessels built by contract in private ship- 
yards in Japan, at a cost of $43,023,750. It 
is necessary to have an arbitrator in Japan to 
whom any disagreements between the official 
representatives of this government and the con- 
tracts may be referred and the United States 
Government has named Baron Shibusawa to act 
in that capacity. The Baron has expressed him- 
self as feeling that he is honored in the appoint- 
ment, and indeed it was a graceful and fitting 
token of esteem and confidence. Baron Shibu- 
sawa is one of the grand old men of Japan, a 
leader in the progress of his country, a good 
friend of America and one whose influence may 
be counted upon always for the maintenance of 
just and amicable relations between his own and 
other countries. 





French Industry and Finance. 


In a recent issue of this BULLETIN, we referred 
to the purpose of the statesmen and economic 
leaders of France to revive and intensify na- 
tional production as the essential solution of 
her after-the-war problems. One is impressed 
by the great constructive effort which is now 
going forward there. Not only the Senate and 
the Chamber of Deputies, but the business 
associations throughout the country are rap- 
idly putting into effect a number of practical 
measures which will develop all sources of 
the nations economic power. The introduc- 
tion of the eight-hour day inevitably caused 
a considerable dislocation of industry, and the 
high cost of living is an added complication. 
But a wide campaign in the press, frequent 
conferences between employers and work- 
men, and the robust common sense of the 
people of France, point toward a satisfactory 
solution of these questions. 


French Exports. 

A notable effort is being made to increase the 
export trade of France. Recent legislation en- 
dows the National Bureau of Export Trade 
with additional resources and powers, and the 
associations occupied with the leading branches 
of production have organized an important feder- 
ation to co-operate closely with all governmental 
agencies. The return of Alsace and Lorraine 
will permit France to export potash and other 
products of the soil, as well as steel and textiles. 
Particular attention is being given to aiding the 
small merchant and manufacturer to profit by 
this new development of export commerce. As 
we have observed on a number of occasions, 
France can only improve the state of her ex- 
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changes by sending larger quantities of goods 
to other countries and by obtaining credits from 
other nations for raw materials to nourish her 
own factories, and we regard this comprehen- 
sive programme for the development of her 
export commerce as most significant. France 
will find in the United States an important outlet 
for her merchandise, which by reason of its 
workmanship and taste, does not encounter any 
real competition. 


The Coal Problem. 


France faces a problem in the question of the 
coal supply. Before the war, she imported this 
commodity largely from England, Germany, and 
Belgium. The peace terms have put at her 
disposal the coal of the Sarre valley, but the out- 
put at present is only about 200,000 tons a month, 
just enough to supply the industries of the Sarre 
region itself and the needs of Alsace-Lorraine. 
England formerly exported about 80,000,000 
tons annually, but this will be cut in two by 
the mining and industrial situation in Great 
Britain, and France cannot count on an adequate 


supply from this source. Today English coal, 
f.o.b. English ports, costs about 125 francs ($25) 
a ton, and it is believed that, at this figure, and 
with America’s largely increased maritime ca- 
pacity, a considerable quantity of our coal can 
be exported to France. In fact, France is count- 
ing on us to supply her with this indispensable 
agent of production. It is probable that a con- 
siderable levy will be made also on the German 
supply. The Germans destroyed a potential pro- 
duction in France, of 20 million tons annually, 
and France imported about 7 millon tons from 
Germany before the war. England sent France 
1,500,000 tons in June, and Belgium is. contribut- 
ing about 350,000 tons a month, but the deficit 
will be large, and’ France looks to us to make it 
good. 

In this connection, we may refer to the com- 
prehensive programme of legislation which is now 
\being enacted in France to develop the water- 
powers throughout the country, which will 
supply not only countless factories with motive 
power but will be an important agent in agricul- 
tural production. For generations, in fact since 





STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS JULY 25, 1919. 
(In Thousands of Dollars) 













































































RESOURCES Boston| N.Y. | Phila. | Clev’d| Rich’d | Atlanta! Chicago | St. Louis M’npl’s' Kas.City | Dallas|S.Fr’sco| Total 
Gold coin and certificates| 4,480 | 168,481 624 | 33,336 | 2,239) 7,903 23,911 3,106 8,404 168 | - 9,312 8,637 270,601 
Gold Settlement Fund F.R. 

pe, aT «++| 52,212 | 160,932 | 48,527 | 46,878 | 25.550 | 16,998 | 101.590 25.153 | 29.696 | 38,973 9.840 | 35,183 591,532 

Total gold held by banks| 56,692 | 329,413 | 49,151 | 80,214 | 27,789 | 24,901 | 125,501 28,259 | 38,100} 39,141 | 19,152} 43,820 862,133 
Gold with Federal Reserve 

Yeates 59,163 | 287,952 | 70,576 | 119,522} 30,863 | 44,199 | 266,031 61,069 | 33,660} 30,770 | 15.780{ 88,466 | 1,108,051 
Gold Redemption Fund...) 14.481 | 24.829 | 11.578 | 2,137{ 6664| 5.600] 35.296 3.971 6.403 | 10.202 2.926 880 124.967 

Total gold reserves..| 130,336 | 642,194 | 131,305 | 201,873 | 65,316 | 74,700 | 426,828 93,299 | 78,163 | 80,113 | 37,858 | 133,166 | 2,095,151 
Legal tender notes, Silver, 

Py Fre 7,505 | 47.691 156 898 524 {| 1,324 953 4.218 61 304 1,892 346 65.872 

Total Reserves...... 137,841 | 689,885 | 131,461 | 202,771 | 65,840 | 76,024 | 427,781 97,517 | 78,224 80,417 | 39,750} 133,512 | 2,161,023 
Bills disctd: Sec. by Govt. 

war obligations (a)...... 134,001 | 649,147 | 170,366 | 103,063 | 82.053 | 78.916 | 191,632 49.858 | 35,168 | 38.893 | 37,595) 45.518 1,616,210 
BS Oe xvas tas ceannes 6,570 | 68,746 | 19,881 | 11,463 | 13,916 | 12,579 | 24,313 10,950 4,095 | 44,930 } 20,978] 12,971 251,392 
Bills bought in open mar- 

eR, caked vee} 26,971 | 91,497 719 | 56,139 | 7,868 | 6.992 56,016 8,873 | 24.058 2 382 | 96.039 375.556 

Total bills on hand. .| 167,542 | 809,390 | 190.966 | 170,665 | 103,837 | 98,487 | 271,961 69.681 | 63,321 | 83,825 | 58,955 | 154.5238 | 2,243,158 
U.S. Governm’t Bonds.... 539 1,257 1,385 | 1,083 | 1,234 376 4,477 1,153 116 8,867 3,966 2,633 27,086 
U. S. Victory Notes.... ... 18 50 1 6 211 
U.S. certificates of indebt- 

edness.........0+ cidetuta 21,436 | 59,002 | 24.812 | 18,358 | 7,410 | 10,479 | 26,612 17,068 6.969 7,342 5,900 6,640 212.028 

Total Earning Assets) 189,535 | 869.699 | 217,164 | 190,106 | 112,481 | 109,348 | 303.050 87,902 | 70,617 | 100,034 | 68,821} 163,801 | 2,482,558 
Bank premises............ 800 3,999 500 875 416 459 2,936 691 401 307 400 11,784 
Uncollected Items ‘deduct 

from gross deposits)....| 57,171 | 171,899 | 60,502 | 55,980 | 51,781 | 30,944 81,749 48,046 | 12,885 | 59,888 | 19,726] 39,924 690,495 
5% redemption fund against 

R. bank notes......... 1,015 2,038 1,200 897 448 520 1,682 203 394 730 436 450 10,613 
All other resources........ 341 2.351 755 936 | 1.025 379 1,455 501 196 447 583 929 9,898 
TOTAL RESOURCES..... 386,703 | 1,739,871 | 411,582 | 451,565 | 231,991 | 217,674 | 818.653 | 235.460 | 162.316| 241.917 | 129.623) 339,016 | 5,366,371 

LIABILITIES 
Capital Paidin..... eteoeds 6,877 | 21,477 7,653 | 9,255 | 4,227] 3,257] 11,561 3,930 3,020 3,802 3,277 4,981 83,317 
GONE ha on 0 eves eoncieaens 5.206 | 32,922 5,311 | 5,860} 3,800] 2,805 9,710 2,589 2,320 3.957 2,029 4,578 81.087 
Government Deposits..... 7,190 | 28,872 902 | 7,530) 6,270} 10,023 | 17,792 4,788 4,212 6,606 7,198 6,655 116,038 
Due to members-—-reserve : 

SOOIIRY, ocr idnckedcantdes 107,394 | 694,244 | 101,330 | 133,510} 54,682 | 48.346 | 247,905 63,895 | 52,763 | 78.072 | 45,023| 91,232 1,718,396 
Deferredavailabilityitems| 52,859 | 128,628 | 53,964 | 50,378| 45,049 | 22,285 ,791 34,214 | 10,444) 37,965 | 14,003 19,598 535,178 
Other deposits, including 

foreign Govern’t credits} 7,070 | 50.412 8.170 | 7,964! 4,563 3.773 | 12.860 4,842 2,848 4,623 2,520 7.799 117,444 

Total Gross Deposits....| 174,513 | 902,156 | 172,366 | 199,382 | 110,564 | 84,427 | 344,348 | 107,739 | 70,267! 127,266 | 68,744 | 125,284 | 2,487,056 
F. R. Notes in actual circu-| 

MIE: a tind och sinc dtnmhaiel | 180,481 | 739,165 | 201,693 | 218,794 | 105,735 | 116,835 | 423,393 | 104,729 | 79,639, 92,148 | 46,557 | 195,328 | 2,504,497 
F. R. Bank Notes in circu- 

lation, net liability ..... 18,209 | 38,536 | 23,476 | 17,147] 6,936| 9,760 | 27,833 15,874 6,582 | 13,669 8,278 7,549 193,849 
All other Liabilities....,..] 1,417 5,615 1,083 | 1,127 729 590 1,808 599 488 1.075 733 1,296 16.565 
TOTAL LIABILITIES..... 386,703 | 1,739,871 | 411,582 | 451,565 | 231,991 | 217.674 | 818,653 | 235,460 | 162,316! 241.917 | 129.6231 339,016 | 5.366.371 














(a) Total Reserve notes in circulation, 2,504,497. 
(b) Bills discounted and bought; U. S. Government short term securities; municipal warrants, etc.; 1—15 days 1,623,982; 16—30 days 189,187; 


31—60 days 259.779 


in actual circulation after se‘ting aside 35% against net deposit liabilities—61.2s. 
10 


; 61—90 days 203,627; over 90 days 178,611. Total 2,455.186 
Ratio of total reserves to net deposit and Federal Reserve note liabil: 


ities combined 50.2% Ratio of gold reserves to F. R. notes 














the time of Napoleon, it has been recognized that 
the streams of France presented immense oppor- 
tunities for exploitation, but the acute need of 
power has never before been so strongly felt, 
and all obstacles to a nation-wide hydro-electric 
development are being removed. 

Export Trade Bank. 

The banking system of France has often been 
criticized by Frenchmen for the facilities ex- 
tended to French exporters, which many deemed 
inadequate, and Germany and England have been 
held up as models in this respect. The Minister 
of Finance and the Minister of Commerce have 
recently brought forward a proposal to create 
a National French Export Bank. If the bill be- 
comes law, the Bank will have a capital of 100,- 
000,000 francs, and will have an annual sub- 
vention from the State up to 2,000,000 francs. 
The government will advance without interest 
25,000,000 francs as a special reserve account, 
and the annual subvention will cease as 
soon as the Bank is in a position to pay 
not less than 7 per cent. on its capital 
stock, or as soon as it has built up a re- 
serve equal to the special reserve guaranteed 
by the Government. The bank may have head- 
quarters in Paris, but cannot establish branches 
in France, although it may have them in for- 
eign countries. The government is to receive 
30 per cent. of the profits until the Bank creates 
its own reserve, as specified above, when the 
government receives only 20 per cent. 

Savings bank and other bank deposits have 


shown a remarkable increase in France in recent 

months, and the revival of commerce has pro- 

duced an immense increase in tax receipts. 
American Credit Wanted. 

From the parliamentary debates and from the 
articles in the French press, it is clear that France 
expects our financial cooperation in time of peace 
and reconstruction as she had our military co- 
operation during the war. Her war debt is a 
great burden, and no country is so placed as our 
own to help her carry it. The financial writer 
of the Temps, referring with approval to our 
exposé of the possibilities of America giving an 
effective aid to France says: 


All our Allies are giving their attention to the situ- 
ation of France. We hope they will weigh our problems 
unselfishly. There is no doubt that many contracts will 
be made by private concerns, but let us hope that the 
allied governments themselves will realize that the 
nations which have fought together should not dissolve 
their union with the peace treaty, and that the cost of 
the war makes a grand total which each should bear in 
proportion to its resources. In the Entente group, there 
must be no vanquished. That would result, however, if 
the United States, who have become the creditors of 
Europe, should refuse their financial aid, especially to 
France, which, as the circular of the National City Bank 
of New York states, threw all her resources in the 
caldron of war without counting the cost. “The only 
solution for the economic problems of France is for 
American manufacturers to grant long time credits.” 
This should guide the United States in its attitude 
toward our war debt. If the public credit of a country 
should be ruined, all private credit arrangements would 
fail, and even the advances made to France by the 
pest States during the war would be gravely compro- 
mised. 





DISCOUNT RATES 
Discount rates of each Federal Reserve Bank approved by the Federal Reserve Board up to July 30, 1919. 



















































Diseounts other than trade acceptances. Trade acceptances. 
Secured by U. S. Government 
war obligations. 
Oth d, also ed, Bee 
Maturing within 15 maturing within— Maturing within— 
Federal Reserve Dank. days, eras, mem- 
collateral notes. 
Metuiae SC aS, 
n 
days, in- Agricul- 
Perea nets’ | ‘days. | cluding tural and 
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Richmond .................- 4 | 4 | 4 | 4% 4 4% 5 4% 4% 
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2 Rates for discounted bankers’ acceptances maturing within 15 days, 4 per cent; within 16 to 60 days, 4% per cent; 
within 61 to 90 days, 4% cent. 

2 Applies only to member banks’ collateral notes; rate of 4%4 per cent on customers’ paper. 
* Rate of 414 per cent on member banks’ collateral notes. 

Note 1.—Acceptances purchased in oe market, minimum rate 4 per cent. 

Note 2.—Rates on paper secured by War Finance Corporation bonds, 1 per cent higher than on commercial paper 
of corresponding maturity. 

Note 3.—Whenever application is made by member banks for renewal of 15-day paper the Federal Reserve Banks 
may charge a rate not exceeding that for 90-day paper of the same class. 
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“City Bank Service.” 








WORLD-WIDE 
INVESTMENT OPPORTUNITIES 


E search the whole world for securities which, in our judgment, 
are worthy investments. 


For your August funds, 86 high-grade bonds and short-term notes 
are listed in our new Offering Sheet, all carefully selected from the 
world’s most desirable financing. 


At current prices, some yields range as high as 6% and even 
more. Many issues listed are exempt from all Federal Income Taxes. 


Among our current offerings are: 
13 U.S. Government, Federal Land Bank, and War Finance F era 
Corporation Bond 
State and Municipal Bonds 
Foreign Government Bonds 
Short Term Railroad, Public Utility, and Industrial Bonds 
Railroad and Industrial Bonds 


Send for Complete Offering Sheet B-239 
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Correspondent Offices in 50 Cities 
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THE NATIONAL CITY BANK OF NEW YORK 
AND BRANCHES 


CONDENSED STATEMENT — JULY 15, 1919 
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ASSETS LIABILITIES 


Cash on hand, in Federal Bootes 

Bank and due from Banks an 

Bankers & United States = $325. <0. 4. a 
Acceptances of Other Banks 
United States Treas. Certificates. . 


United States Bonds. : 

Bonds and other Securities. 38, 798.490. a 555,218,707.87 

Other Assets _47,154,125.59 
$987,342,080.63 
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